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LETTER OF TRANSMITTAL 


U.S. Senate, 
ComMITTEE ON Foreicn RELATIONS, 
February 20, 1960. 
Hon. J. W. Fuusriceat, 
Chairman, Committee on Foreign Relations, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuairman: I transmit herewith a report on a trip which 
I made in November and December 1959 to six countries of South 
America in my capacity as chairman of the Subcommittee on American 
Republics Affairs of the Senate Foreign Relations Committee. 

1 was accompanied on the trip by Mrs. Morse, whose expenses were 
aid by me, and by Mr. Pat M. Holt of the staff of the Foreign Re- 
ations Committee. Both Mrs. Morse and Mr. Holt were. of great 

assistance to me throughout this study tour. 

I take this opportunity to express publicly my gratitude to all the 
many individuals who contributed to making my trip both enjoyable 
and informative. I especially want to thank the Presidents of each 
of the countries visited and the officials of their governments who 
received me most graciously. My thanks also go to the many private 
citizens, both North American and Latin American, who contributed 
their insights into Latin American affairs during the many conferences 
I had with them in each of the countries, and to the men and women of 
our own Foreign Service and other Government missions abroad who 
gave me such splendid cooperation. Observing the dedicated service, 
often far beyond the call of duty, which the American people receive 
from our Foreign Service representatives was one of the inspirations 
I experienced time and time again on the trip. 

Finally a word of praise and thanks to the employees and officials 
of the commercial airlines on which we traveled. Their many cour- 
tesies and cooperative adjustments to our ever-changing schedule 
were very helpful and appreciated. 

Sincerely, 
Wayne Morse. 
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SOUTH AMERICA: ARGENTINA, BOLIVIA, BRAZIL, 
CHILE, COLOMBIA, AND VENEZUELA 


I. INTRODUCTION 


There is nothing wrong with U.S. policies in Latin America that 
could not be cured by more loan money, some additional technical 
assistance and human welfare grant money, and a great deal more 
sympathetic understanding of Latin American problems. 

The countries of Latin America need more capital—and they provide 
many opportunities for good, sound loans. 

But equally they need moral and technical assistance support for 
their social reform movements. Specifically, they need more evidence 
that the United States is on the side of the people in Latin America. 

These are the strongest impressions I received from a trip to six 
South American countries—Bolivia, Chile, Argentina, Brazil, Vene- 
zuela, and Colombia—in November and December of 1959. T inter- 
viewed Presidents and labor leaders, foreign ministers and business- 
men, majority party leaders and opposition congressmen, missionaries 
and college professors, farmers and retail market customers. I saw 
steel mills and bicycle factories, cattle ranches and coffee plantations, 
slum clearance projects and agricultural experiment stations.. Every- 
where, of course, 1 was thoroughly briefed by our own Government 
missions. 

In each of the six countries we visited, we saw typical homes, farms, 
industrial plants, schools, colleges, binational cultural centers, re- 
ligious missions, stockyards, and commercial markets. In fact, con- 
sidering the limitations of time, we crowded into very busy 14- to 16- 
hour days a remarkable cross section survey of the living conditions 
and economic, cultural, religious, political, and social life of the people 
in the areas of each country which we studied. 

We took automobile trips into the more remote areas of some of the 
countries, and we made a great effort to meet the people in each 
country informally in their normal daily activities. 

ong some of our most valuable experiences were the conferences 
we had with the President and members of the cabinet of each country 
and with members of their parliaments. These meetings with govern- 
ment officials were most helpful to us because the government leaders 
with whom we conferred recognized that we had come as friends, seek- 
ing to see Latin American conditions for ourselves and to listen and 
learn about the facts which are producing some difficulties and mis- 
understandings in Latin Ashetlean+ Udi aclatiotohin’s 

At these conferences, Latin American government officials did not 
hesitate to criticize very frankly some of the policies of the United 
States in Latin America. They pointed out what they considered to 
be short-sighted policies on the part of our Government, as well as on 
the part of our Government personnel in some instances and our 
American business enterprises in others. At no time did we find a 
Latin American government official who criticized some policy of the 
United States who also did not manifest very clearly that he and his 
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country were appreciative of U.S. friendship and assistance and de- 
sired above all else to help bring about a better understanding between 
the United States and his country. 

We had heard so much, before we went to Latin America, about the 
anti-American feeling that is supposed to exist throughout the area 
that I am pleased to emphasize in this report that we found a large 
and deep reservoir of good will toward the United States among 
the people of all the countries we visited. True, there are serious 
criticisms of American policies in Latin America on every social and 
economic level. But these criticisms do not negate the fact that the 
people and their government leaders want to be friends with us. 

Some of the criticisms presented to us bear out the proposals for 
changes in American policy which many of us have been urging in 
Congress for some time. For example, we ran into strong criticism of 
the United States everywhere for our military aid to Latin America, 
and particularly to dictators. The President of one country which 
recently threw out a dictator told me: “You Americans should have 
learned your lesson in Cuba, Castro proved that determined peas- 
ants, fighting in the mountains, cannot be overwhelmed by modern 
weapons. America sent Cuba’s dictator, Batista, the best weapons, 
and he still lost. The chiefs of my army and air force know that if 
the peasants of our country start fighting us from the mountains, we 
cannot suppress them no matter what weapons we get from America. 
What we need from you are not weapons, but financial loans and tech- 
nical help so we can improve the economic lot of our people.” 


SOCIAL AND POLITICAL TRANSITION INTO 20TH CENTURY 


I came away with the feeling that the United States has perhaps the 
best chance it has ever had to help bring into being in Latin America 
the kind of liberal social order on which and enduring hemispheric 
unity can be built. Every country I visited has a progressively in- 
clined government which, seemingly, wants to be friendly to the 
United States and which is courageously grappling, each in its own 
way, with the problems of an abrupt social transition from an 18th 
century economic order to the 20th century. 

The significance and symbolism of this transition can hardly be 
overstated. Political power is increasingly being exercised by the 
people instead of by the tight little oligarchies which have traditionally 
ruled most of Latin America. There is a growing demand, not only 
for the kind of economic development exemplified by industrialization 
but also for the kind of social progress exemplified by land reform and 
universal education. ‘These demands of the people are going to be 
fulfilled in one way or another, and soon—at least sooner than many 

eople in the United States seem to think. The social structure of 
tin America is changing, and with it the area’s political institutions 
are in a state of flux. 

As the President of one of these countries said to me: “Senator 
some of the financial advisers to your Government have discouraged 
financial assistance to my country in the amounts we need on the 
ground that we are trying to do for the welfare of our people in 5 years 
what they think we should take 30 years to do. What they forget is 
that my people will not wait 30 years for the benefits of social justice 
to which they know they are entitled in the immediate future.” 
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The President went on to point out to me that Communist propa- 
anda in his country distorts, exaggerates, and takes advantage of 
S. mistakes, real or fancied, in Latin America. A refusal on the 
part of the Export-Import Bank to make a loan for the development 
of a government-owned oil industry is blown up by Communist 
propaganda as another example of U.S. economic imperialism. 

Giving asylum in Miami, Fla., to a Venezuelan dictator whose 
ruthless regime has been overthrown by the Venezuelan people is 

ropaganda fodder for the Communists’ representation that the United 
States prefers dictators friendly to American business interests abroad 
rather than democratic administrations seeking to improve the eco- 
nomic welfare of the mass of the people in Venezuela. 

The facts are, of course, that ex-Dictator Perez Jimenez was given 
a U.S. visa at the request of the junta which overthrew him and that 
= question of his extradition is now pending in the courts, where it 

elongs. 

But. we in the United States cannot afford to overlook the fact that 
millions of people throughout Latin America who live under insuffer- 
able conditions can be deceived by false Communist propaganda unless 
the leaders of their relatively new democratic governments are success- 
ful in putting into operation an economic and human welfare program 
that will reduce the hardships and improve the economic lot of the 
mass of people. The fight against communism in Latin America is 
just as simple and difficult as that. 


COMMUNISM MAKING LITTLE HEADWAY 


I would emphasize that the governments of the countries we visited 
are strongly anti-Communist. It was my impression that whatever 
threat of communism there is in these countries, it can be easily checked 
if we adopt a cooperative attitude toward democratic leaders of Latin 
America. We must be careful that our economic policies there are 
not subject to being interpreted as intervention. 

Many times, I was warned that anti-American propaganda by the 
Communists plays up the idea that we engage in economic inter- 
vention all over Latin America. To its people, intervention in their 
economic affairs is as bad as intervention in their political affairs, if our 
economic policy takes the form of trying to dictate to a country on how 
to develop its economy. For instance, we are criticized because we 
refuse to make loans for a government-owned or operated industry. 
We have made some exceptions, such as loans for construction of 
government steel plants in Argentina and Brazil. 

Some of the otfiee government-owned enterprises for the develop- 


ment of which our Export-Import Bank has made loans over the years 
are the following: 


Government of Argentina, 1958, equipment and services for develop- 


ment Of power Gnd Mameery.... so nenccpenrdne<u> 4aeeraneemexs $60, 670, 000 
Corporacion Boliviano de Fomento (Bolivian Government Develop- 
ment Corp.), 1942, equipment for petroleum development. - - --- 8, 500, 000 


Chile, Corporacion de Fomento de la Produccion (Government 
Development Corp.): 


sae’ industrial equipment... <cccccncccsnccccccccnceeee 6, 700, 000 
= 
CONE Slt CR on ctnh st ncndupplindpacqensahe ne 58, 000, 000 
Equipment for ferromanganese plant.................-. 1, 150, 000 


51630°—60——2 
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But for the most part we have refused to make these loans, and 
we need to reconsider that policy because it is interpreted as an at- 
tempt on our part to dictate the economic policies of the countries 
seeking the loans. 

Communist propaganda also tries to charge us with economic im- 
perialism, but I think most Latin Americans know better. They 
realize that American loans for the steel plants we visited in Argentina 
and Brazil, the point 4 program with its technical assistance, and our 
surplus food have been of great help to them. 

What economic help we do give them, by way of loans, is helping 
to develop a middle class, with higher incomes for more and more 
people. ‘This results in more private home and business ownership. 
But there is still a long way to go. In Bolivia, I was struck by the 
small number of very wealthy people, and the great mass of people 
who live in abject poverty, only a few years removed from serfdom. 
Much the same is true in Argentina, where many rural people live 
in poverty and are rushing to the cities in an effort to escape it, but 
to no avail. 

In Rio de Janeiro, as in many other large cities, the lovely areas 
familiar to Americans are small, compared to the areas of miserable 
huts where thousands of human beings live without electric lights, 
running water, or sanitation. In Rio, we could see them trudging up 
hillsides covered with these shacks, carrying buckets of water from 
the wells down below. This extreme and widespread poverty is a 
depressing sight. 

ut the most serious threat of communism is in the rural areas, 
just as it proved to be in Russia and China. President Lleras of 
Colombia, who is trying to undertake a land-reform program in his 
country, pointed out that in many rural areas the ok is worked by 
eople who do not own it. He was very outspoken in criticizing the 
us failure to be more responsive in extending help for land reform. 
President Lleras hopes to have a land-reform program which will not 
confiscate the land from its present owners but whieh will give them 
a reasonable price for it, and make it available to those who work it 
and pay for it over a long period. 

To do that will require capital. I share his view that the United 
States would do a lot better than we are in meeting Communist 
bropegends if we were to assist Colombia in this program of land 
reform, 

Some Americans object to economic project loans and technical aid 
to other nations because they fear we are building up industries to 
compete with our own. This fear overlooks a very important fact: 
if the millions of people of South America who now barely subsist 
from day to day had any kind of earnings to spend, they would be- 
come a tremendous market, not only for what they could produce 
but for American goods, too. South America has a population of 
about 140 million; it is a great potential market, if its people can 
produce things which will bring Son income. 


SOUTH AMERICAN GOVERNMENTS UNDERTAKING DEVELOPMENT 
PROGRAMS 


The next impression I wish to mention is that the needs of millions 
of people in South America make it necessary for their governments 
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to adopt large-scale programs in the economic field. This does not 
mean they are going Socialist; rather it means those governments 
must answer the urging of their people for a better living standard. 

I found Chile, for example, to be a beautiful country, similar in 
many ways to our own west coast; its people and Government are 
definitely pro-American. One of the things Chile needs most is a 
highway network. Its wealth lies in the mineral deposits in the 
mountains, and Chile is a long, thin, mountainous country. Without 
good roads, its potential wealth cannot be developed. 

In Brazil, President Kubitschek is sponsoring a huge public works 
program. He believes that roads, railroads, steel mills, refineries, 
schools, and health centers must come first before there is any hope 
for a higher standard of living for millions of people in the United 
States of Brazil. 

Many of these public works can be self-liquidating, and offer sound 
opportunities for American loans. That is one reason why I have 
for years been urging Congress to increase our economic loans and 
cut down our wasteful military grants in Latin America. The 
Congress should also promptly a \ gee the new International Devel- 
opment Association, which vont make loans on easier terms and 
repayable in local currencies instead of American dollars. 


MANY OTHER CHANGES NEEDED IN OUR LATIN AMERICAN POLICY 


We need to revise other of our policies toward Latin America. 
For example, President Kubitschek of Brazil has the enthusiastic 
support of other governments for his Operation Pan America. This 
is more than an ambitious proposal for economic development. In 
its ideal aspects, it proposes a framework for the nations of the 
Western Hemisphere whereby frictions between two nations might 
be settled through group action by all. Operation Pan America 
involves a recognition that all nations of the hemisphere are involved 
to some extent in a dispute between any two of them. 

As I see it, Operation Pan America is the logical next step alon 
the pathway of better cooperation in the Western Hemisphere start 
by President Roosevelt’s good neighbor policy. Unfortunately, the 
impression is general in Latin America that Operation Pan America 
is receiving a dash of cold water from the United States. 

Nor has this country given much more than lip service to disarma- 
ment proposals for the Western Hemisphere. While we were in 
Chile, President Jorge Alessandri announced his new hemispheric 
disarmament plan. Afterward, I talked to him about it at length. 
He knew that some of us in the Senate have urged a drastic reduction 
in military aid to Latin America, along the lines of his proposal. 
In each country I visited, I found overwhelming support for President 
Alessandri’s disarmament proposal; yet our own administration last 
year continued to seek more military aid for Latin America and this 
year is seeking to remove the restrictive ceiling we placed on military 
aid to Latin America in last year’s mutual security law. Such a 
proposal to lift the ceiling on military aid to Latin America is a great 
mistake and is bound to be misunderstood throughout Latin America. 
It will provide grist for the Communist propaganda mill. 

The most important task of U.S. policy in Latin America in the 
decade of the 1960’s is to make it plain beyond the possibility of doubt 
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and beyond the capability of Communists to distort that the United 
States welcomes the kind of social change which widens the area of 
human freedom. If we do make this plain, in deeds as well as in 
words, we will win the everlasting good will of the people who benefit— 
and this will be most of the people. If we do not make it plain, we 
will lend credence to the Communist caricature of the United States 
as a friend of special privilege and as an opponent of democracy for 
anyone except its own citizens. 

It ought not to be difficult for the United States to do this, because 
it is so much in accord with our own traditions. Many of our troubles 
in Latin America stem directly from the fact that we seem to have 
abandoned these traditions. Although one should not underestimate 
the demand for economic development in Latin America, the greatest 
strength of the United States is not its techniques of mass production 
but the governmental principles and policies of Jefferson, Lincoln, 
and Franklin Roosevelt. 

“You have moved a long way from the big stick of Theodore Roose- 
velt,” an Argentine nationalist said to me, “but unfortunately you 
have also moved a long way from the good neighbor policy of Franklin 
Roosevelt.” 

And an American businessman in Venezuela, the manager of one of 
our largest corporations, put it this way: “Latin Americans are of the 
opinion that the United States has deserted its heritage of individual 
freedom and is now stronger for economic stability and political dic- 
tatorships than for democracy.” 


SPECIFIC LINES OF ACTION NECESSARY IN U.S. POLICY 


It does no good to argue whether the Latins are correct in this 
opinion. The important point is not whether the opinion is correct 
or exaggerated but that it exists. It can be dealt with, not by protes- 
tations of our dedication to the cause of human freedom, but only by 
a series of specific and complementary actions. Among these are the 
following: 


LOANS AND TECHNICAL ASSISTANCE 


1. Help, both with credits and technical assistance, for Latin 
American programs of social development as, for example, land reform, 
housing, health, and education. The U.S. technical assistance pro- 
gram has done much good work in these areas; more could usefully 
be done if it were possible to recruit sufficient numbers of qualified 
technicians. More could certainly be done in training Latin American 
technicians in the United States. 

But this isnot enough. Capital is needed, but the executive branch 
of the U.S. Government has applied criteria which are much too nar- 
row to Latin American applications for loans for social development 

rograms. ‘The prevailing view seems to be that, in order to qualify 
or a loan, a project must be of such a nature that it will itself result in 
enough increased wealth to pay off its cost. This view is reasonable 
for a commercial bank, but not for the Government, and especially 
not for the Development Loan Fund which was created to make the 
kinds of loans which commercial banks cannot make. 

The DLF’s lending policies should be reconsidered and liberalized 
so as to encompass more easily loans to provide the initial capital for 
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such programs as land reform and agricultural and housing credit. 
There are many sound projects in these fields either already outlined 
or in process of formulation in many Latin American countries. 
Further, if something is not done to solve Latin America’s social 
problems, those problems are going to erupt in such a way as to 
jeopardize the soundness of other loans made under narrower criteria. 


DEEMPHASIS ON MILITARY ASSISTANCE 


2. A deemphasis on military assistance, especially to authoritarian 
governments, and increased emphasis on economic assistance, espe- 
cially to democratic governments. 


SOUND PUBLIC PROJECTS DESERVE FINANCIAL SUPPORT FROM 
UNITED STATES 


3. A less doctrinaire approach to the question of public versus 
private enterprise in extending economic assistance. *'The only cri- 
terion stiould Be the soundness of the project, and no distinction should 
be made between loans to public and private enterprises. Such a 
distinction smacks of economic intervention in a country’s internal 
affairs and violates the freedom of a country to develop its own re- 
sources in its own way. No conditions affecting this freedom should 
be attached to loans or other types of foreign aid. 

This is particularly true in respect to loans for oil development. 
Whether we like it or not, the fact is that the view is held strongly in 
many places in Latin America that the American oil companies so 
influence our economic foreign policy that they are able to block an 
request for a foreign aid loan to a government oil project abroad. 
Some of our critics in Latin America charge that the erican oil 
lobby is so powerful that pressure by our Government has been put 
on some Presidents of Latin American countries to grant oil con- 
cessions to American oil companies. This is called economic inter- 
vention, economic imperialism, U.S. oil exploitation, and other 
derogatory characterizations. 

Granted that we prefer private enterprise development of our 
natural resources whenever it is most feasible, and granted that we 
are opposed to the nationalization of industry in the United States, 
still we must remember that any attempt to seem to dictate the eco- 
nomic forms and policies to be followed by a foreign government is 
bound to stir up much criticism. There are sound loans that can be 
made to Latin American government oil projects. They should be 
made. 


THE ROLE OF PRIVATE ENTERPRISE 


4, Less emphasis on private investment to the apparent exclusion 
of other sources of capital. The constant orale: on this point by the 
U.S. Government and its officials has contributed to the growth of 
Latin American nationalism by giving some Latin Americans the im- 
pressions that (a) the United States is more interested in the welfare 
of its big companies than in the economic development of Latin 
America; (6) US. Government policies are designed to foster economic 
penetration of Latin America; (c) U.S. companies, supported by their 
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Government, are trying to absorb Latin American markets to the 
exclusion of Latin American companies. 

It is beside the point that these impressions are frequently exag- 
gerated or distorted. The point is that they are widely held. 

We also found that American business concerns in Latin America 
are not receiving the credit due them for their great contributions to 
the Latin American economy. The point 4 program of our Govern- 
ment is very good and very important. But private American enter- 
prise is providing much more technical assistance, and has been for 
many years. 

This is as it should be, and I am all forit. In speaking to American 
business groups, I told them it is important that America do a better 
job of publishing the facts as to the contributions they are making 
to the nations in which they operate. Many people forget that when 
an American company builds a steel plant or oil refinery, it makes a 
lasting contribution to the technical training of a large number of local 
citizens. It is the policy of some of these businesses to turn over the 
management and operation of their business to the native citizens of a 
country, just as rapidly as they can be trained. 

It is very important that we make clear throughout South America 
that it is the economic order of private enterprise which has a social 
conscience contrasted to the exploitation of human values practiced 
by communism and fascism. 

As a matter of fact, I was very favorably impressed on the whole 
with what I saw of the operations of American business in Latin 
America. It is making an invaluable contribution to the economic 
development of Latin America and it is doing so in a generally enlight- 
ened manner. ‘lhe facts of its operations need to be more widely 
disseminated in terms of specifics instead of—as is too often the case— 
generalities. For example, a widely held belief in Brazil is that Ameri- 
can business holds Brazil back by taking too much money out of the 
country. My conversations with American businessmen in Sao Paulo 
convince me that the opposite is true. Some of our largest corpora- 
tions there have gone for years at a time without repatriating any 
profits and then have repatriated profits amounting to only 1 or 2 
percent of their investment. We would be in a better posture, public 
relationswise, in Brazil if we talked more in specific terms about this, 
about the size of American payrolls, and about the number of Brazil- 
ians getting technical training from American firms, and if we talked 
less in glittering generalities about the glories of private enterprise and 
about the things that Brazil ought to a to attract more of it. 

I found many American businessmen aware of these problems, and 
movements are underway in several places to do something about 
them. A further problem, which will not be so easy to correct, arises 
from the fact that American business in Latin America is generaliy 


big business and suffers from all the suspicions which are traditionally 


directed toward bigness. The fact of bigness is probably inescapable; 
only big firms, by and lange, are interested in and capable of establish- 
ing foreign operations. But it would be desirable if ways and means 
could be found of inducing more small and medium-sized companies 
to go into business in Latin America. . 





| 
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POSITIVE REACTION TO LATIN PROPOSALS 


5. A more positive, ipegnay sympathetic approach to Latin 
American problems and to Latin American proposals for dealing with 
them. Our reaction to Latin American proposals has too often been 
one which has given the appearance that we were trying to think of 
reasons for saying “No.” The result has been that when we finally 
agreed, as we have in some instances, we have done it so grudgingly 
and belatedly that we have lost most of the good will which we could 
have gained by doing it romptly and graciously. The Inter-American 
Development Bank and our attitude toward international commodity 
agreements are cases in point. 

Besides being more receptive to Latin American proposals, we should 
ourselves exercise more initiative and suggest ways in which we might 
be helpful without waiting to be asked. 


EXCHANGE PROGRAMS AND CULTURAL ACTIVITIES 


6. More emphasis on the variety of activities which come under the 
broad heading of cultural: binational centers, the exchange of persons 
programs, cultural institutes, and the activities of the U.S. Informa- 
tion Agency designed to appeal to intellectuals. So far as I am aware, 
most of these programs have been praised by every observer who has 
come in contact with them. This is an enthusiasm which I share, 
and I concur in the many recommendations which have been made 
for expansion. 

In carrying out this expansion, however, care must be exercised so 
that some present problems, if not solved, are at least not compounded. 
One of the most serious of these problems, as it relates to the exchange 
of persons program, is the loss of talent by the country with whom the 
exchange is carried out. In Bolivia, for example, I was told that 
Bolivians who are trained in the United States frequently leave Bo- 
livia a few years after their return (if, indeed, they ever return at all) 
to seek greener pastures in a more highly developed Latin American 
country, such as Argentina or Venezuela, or even in the United States 
itself. In Argentina, I was told that Argentines who are trained in 
the United States frequently are lost to Argentina after a few years 
and settle in the United States or elsewhere. There may be no cure 
for this so long as there are disparities in national levels of develop- 
ment, but it could probably be alleviated by a more careful selection 
process and possibly by arrangements for guaranteeing trainees jobs 
and opportunities for advancement upon their return to their native 
countries. 


IMPRESSIONS OF POLITICAL LEADERS ON EXCHANGE VISITS 


In regard to short-term exchanges of leaders in such fields as politics, 
labor, and journalism, one has only to talk to some of those who have 
returned from several weeks in the United States to be convinced of 
the value of this program. I had several opportunities which pro- 
vided dramatic evidence. In Argentina, I was privileged, along with 
several members of the Argentine Congress, to listen to an informal 
discussion between an Argentine Senator who had just returned from 
the United States and another who had just returned from Eastern 
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Europe. The former could not have been more enthusiastic in his 
report; the latter could not have been more unfavorably impressed 
by his observations in the Soviet bloc. In another country, I had a 
conference with several local labor leaders, one of whom had been to 
the United States. He was théonly one who demonstrated any real 
understanding of what life in the United States is like and how we 
conduct our labor-management relations. 


GREATER ATTENTION TO LABOR MOVEMENTS 


It is of great importance that more Latin American labor leaders be 
brought to the United States and that more North American labor 
leaders be sent to Latin America. In every country I visited except 
Colombia (where time and an unexpected, unavoidable change of 
ie did not permit), I made it a point to meet with local labor 
eaders. 

The Latin American labor movement is an area which requires 
more attention from the U.S. labor movement; from U.S. business, 
especially those firms active in Latin America; and from the U.S. 
Government. Just as Latin American society is more paternalistic 
than North American society, so the approach to labor-management 
relations is more paternalistic and the government plays a much 
larger role. The concept of real collective bargaining, as it is known 
and practiced in the United States, is but dimly understood. Latin 
American labor tends generally to be more politically oriented, and 
less economically oriented, than does North American labor. It is 
also evident that Latin American labor generally suffers from a short- 
age of able leadership. This is attributable, I bisinre, to inadequate 
training and education within that leadership. The working classes 
and — farmers are the ones who suffer most from the area’s lack of 
schools. 

Although I did meet in each country with some very able and 
enlightened labor leaders who would be a credit to our own AFL-CIO 
union leadership, nevertheless they stressed over and over again the 
fact that they are handicapped in their efforts to organize unions 
and to do a more effective collective bargaining job because there 
are not enough labor leaders who have a good basic education and 
who are trained in the economies of collective bargaining. Therefore, 
there is a strong tendency for the Latin American labor movement to 
turn to what they hope will be a helping hand of government pater- 
nalism. If one wants to witness the stifling effects that too much 
government intervention has in labor affairs he can see it in many 

laces in Latin America. I would say that the greatest need of the 
abor movement in Latin America is more schools and more teachers. 
The better educated and more informed the workers of a country 
become, the stronger and more effective will become its labor move- 
ment. 

Yet organized labor is going to be of increasing importance—and 
soon—in determining the course of Latin America’s social revolution. 
The Communists are already active here and with some success. We 
must help counter the Communists by helping friendly governments 
with programs that will help raise the hiving standards of their people. 


In the field of labor, as in other fields, it would be a mistake for 
the United States to try to guide this revolution into a pattern 
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modeled on that existing in the United States. Although we our- 
selves have borrowed a great deal from abroad, mainly from Western 
Europe, much of the American way of life is indigenous. If they are 
to endure, the free institutions which are now developing in Latin 
America must also contain much that is indigenous and is a natural 
outgrowth of the Latin scheme of things. While this fact must 
constantly be in the forefront of our thmking, it would also be a 
mistake not to make available to Latin Americans the lessons of our 
own experience’so that they can use that which seems to them good 
and reject the parts they think are bad. 


CONTACT WITH LATIN AMERICAN INTELLECTUALS 


This precept is of wider application than to the narrow field of 
labor-management relations, important as that is. It is of particular 
application, I think, in the area of intellectual cooperation and 
exchanges. There is an enormous interest almost everywhere in 
Latin America in the study of economics and political science. 
Students are a potent political force. Professors are prominent in 
many governments. 

The materials on which this interest of Latin American intellectuals 
can feed are severely limited. American-sponsored libraries are 
extremely popular, but they need more books. I think, also, that 
USIA might well give serious thought to sponsorship of a scholarly, 
nonpropagandistic quarterly devoted to problems of political science 
and international affairs—something of a Spanish-language cross, 
perhaps, between Foreign Affairs and the Annals of the sanienn 
Academy of Political Science. 

A final word about binational centers and cultural institutes. 
These are doing a magnificent, low-pressure job in promoting better 
understanding. They need more support and physical facilities. I 
recommend that the American Embassy residences in Santiago and 
Rio de Janeiro, which will shortly be vacated, be converted into U.S. 
cultural centers. The residence in Santiago is being replaced by a new 
building. It is a charming old Chilean house, solidly built, long 
identified by Chileans with the United States, and readily adaptable 
as a U.S. cultural center with libraries, rooms for chamber music 
concerts, and living quarters for exchange students. The residence 
in Rio, which is much bigger though built along the same lines, will be 
abandoned in a few years when our Ambassador moves his residence 
to Brasilia. Here again is a magnificent opportunity, which will not 
recur, to provide an excellent cultural center serving as a practical 

roof of the good will and neighborliness of the sbaels of the United 
tates ouend | the people of Latin America. 
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Europe. The former could not have been more enthusiastic in his 
report; the latter could not have been more unfavorably impressed 
by his observations in the Soviet bloc. In another country, I had a 
conference with several local labor leaders, one of whom had been to 
the United States. He was thé only one who demonstrated any real 
understanding of what life in the United States is like and how we 
conduct our labor-management relations. 


GREATER ATTENTION TO LABOR MOVEMENTS 


It is of great importance that more Latin American labor leaders be 
brought to the United States and that more North American labor 
leaders be sent to Latin America. In every country I visited except 
Colombia (where time and an unexpected, unavoidable change of 

= did not permit), I made it a point to meet with local labor 
eaders. 

The Latin American labor movement is an area which requires 
more attention from the U.S. labor movement; from U.S. business, 
especially those firms active in Latin America; and from the U.S. 
Government. Just as Latin American society is more paternalistic 
than North American society, so the approach to labor-management 
relations is more paternalistic and the government plays a much 
larger role. The concept of real collective bargaining, as it is known 
and practiced in the United States, is but dimly understood. Latin 
American labor tends generally to be more politically oriented, and 
less economically oriented, than does North American labor. It is 
also evident that Latin American labor generally suffers from a short- 
age of able leadership. This is attributable, I Lider, to inadequate 
training and education within that leadership. The working classes 
and — farmers are the ones who suffer most from the area’s lack of 
schools. 

Although I did meet in each country with some very able and 
enlightened labor leaders who would be a credit to our own AFL-CIO 
union leadership, nevertheless they stressed over and over again the 
fact that they are handicapped in their efforts to organize unions 
and to do a more effective collective bargaining job because there 
are not enough labor leaders who have a good basic education and 
who are trained in the economics of collective bargaining. Therefore, 
there is a strong tendency for the Latin American labor movement to 
turn to what they hope will be a helping hand of government pater- 
nalism. If one wants to witness the stifling effects that too much 
government intervention has in labor affairs he can see it in many 

laces in Latin America. I would say that the greatest need of the 
abor movement in Latin America is more schools and more teachers. 
The better educated and more informed the workers of a country 
become, the stronger and more effective will become its labor move- 
ment. 

Yet organized labor is going to be of increasing importance—and 
soon—in determining the course of Latin America’s social revolution. 
The Communists are already active here and with some success. We 
must help counter the Communists by helping friendly governments 
with programs that will help raise the Tiving standards of their people. 


In the field of labor, as in other fields, it would be a mistake for 
the United States to try to guide this revolution into a pattern 
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modeled on that existing in the United States. Although we our- 
selves have borrowed a great deal from abroad, mainly from Western 
Europe, much of the American way of life is indigenous. If they are 
to endure, the free institutions which are now developing in Latin 
America must also contain much that is indigenous and is a natural 
outgrowth of the Latin scheme of things. While this fact must 
constantly be in the forefront of our thmking, it would also be a 
mistake not to make available to Latin Americans the lessons of our 
own experience’so that they can use that which seems to them good 
and reject the parts they think are bad. 


CONTACT WITH LATIN AMERICAN INTELLECTUALS 


This precept is of wider application than to the narrow field of 
labor-management relations, important as that is. It is of particular 
application, I think, in the area of intellectual cooperation and 
exchanges. There is an enormous interest almost everywhere in 
Latin America in the study of economics and political science. 
Students are a potent political force. Professors are prominent in 
many governments. 

The materials on which this interest of Latin American intellectuals 
can feed are severely limited. American-sponsored libraries are 
extremely popular, but they need more books. I think, also, that 
USIA might well give serious thought to sponsorship of a scholarly, 
nonpropagandistic quarterly devoted to problems of political science 
and international affairs—something of a Spanish-language cross, 
perhaps, between Foreign Affairs and the Annals of the erican 
Academy of Political Science. 

A final word about binational centers and cultural institutes. 
These are doing a magnificent, low-pressure job in promoting better 
understanding. They need more support and physical facilities. I 
recommend that the American Embassy residences in Santiago and 
Rio de Janeiro, which will shortly be vacated, be converted into U.S. 
cultural centers. The residence in Santiago is being replaced by a new 
building. It is a charming old Chilean house, solidly built, long 
identified by Chileans with the United States, and readily adaptable 
as a U.S. cultural center with libraries, rooms for chamber music 
concerts, and living quarters for exchange students. The residence 
in Rio, which is ticks aie though built along the same lines, will be 
abandoned in a few years when our Ambassador moves his residence 
to Brasilia. Here again is a magnificent opportunity, which will not 
recur, to provide an excellent cultural center serving as a practical 

roof of the good will and neighborliness of the piiels of the United 
tates toward the people of Latin America. 
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II. BOLIVIA 


Nowhere are the needs, both for economic development and tech- 
nical assistance, greater than in Bolivia. 

These needs arise directly from the success of the 1952 revolution 
which liberated the masses of Bolivian peasants and workers from the 
serfdom in which they had lived since the Spanish conquest. In so 
doing, it made them a more effective force in Bolivian society; it 
made them aware that a rise in their standard of living is possible and 
is their just due; and it generated among them a demand for such a 
goal of social justice in Bolivia. 

In destroying the power of the oligarchs who had managed to stay 
rich while the rest of Bolivia lived at bare subsistence levels, the 
revolution removed one of the impediments to that country’s eco- 
nomic progress. At the same time, it created others. Its land reform 
program has frequently distributed parcels which are uneconomically 
small to peasants who had neither the technical skills nor the capital 
to engage in independent farming operations. Industrial workers and 
peasants alike have acquired a fe ing that better times ought auto- 
matically to follow independence, without great effort on their part to 
improve productivity. Problems of this kind are soluble, however, 
and it would indeed be cavilling to criticize the Bolivian revolution as a 
failure because these problems exist. The fact that Bolivian Indians 
are now free and no longer serfs is a great step forward in Bolivian 
history. We must help make it march forward toward greater 
political and economic freedom for the mass of Bolivian people rather 
than a march into the throes of communism. 


TECHNICAL ASSISTANCE IN SHEEP INDUSTRY 


Technical assistance in agriculture, combined with a program of 
farm credit, can gradually make a contribution toward solving 
Bolivia’s agricultural problems. Such oes are being carried out 
and are making themselves felt. I had the opportunity to witness a 
dramatic example one cold, windy Sunday on the bleak 14,000-foot- 
high altiplano. At a little place called Patacamaya, about 75 miles 
from La Paz, our point 4 program maintains a sheep experiment 
station. It has imported from the United States a flock of several 
hundred good Corriedale sheep, and on this Sunday afternoon it was 
conducting a sheepshearing demonstration. Scores of altiplano 
pace came from miles around, some of them on bicycles, more on 
oot. 

These Bolivian farmers had never seen a woven wire fence before 
in their entire lives. It was a very touching sight to see them inspect 
the woven wire fence which the United States, with point 4 funds, had 
built around this remote experimental sheep breeding station. The 
recognized how essential such fences are in the protection and devel- 
opment of their flocks, and it was rather sad to hear their comments 
to the effect that costs of such fences were so prohibitive that they had 
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little hope of fencing their grazing lands for many years to come. 
However, as I watched them that Say: I became very proud of what 
our Government is doing with U.S. foreign-aid funds on this wonderful 
sheep demonstration station in this remote underdeveloped rugged 
area of Bolivia. We must not allow expressions of hope such as 
lighted up the faces of these Bolivian farmers, as they inspected 
the woven wire fences of this sheep ranch, to be extinguished because 
of any failure on our part to eis the necessary loans and technical 
ie so very much needed to improve the economic lot of these 
eople. 

i It was an inspiring sight to see these Bolivian Indian farmers inspect 
the growth of winter grain which to their obvious surprise was surviv- 
ing in the fields of the sheep ranch at an altitude of 14,000 feet in the 
Andes. They recognized what the success of these plantings sym- 
bolized for the future of the sheep industry. The Bolivian manager 
of this U.S. point 4 sheep experiment station, working under the 
dedicated leadership of Mr. Eugene Reichard, director of the coopera- 
tive agricultural service, told me that these Bolivian farmers asked 
many questions about the various American seeds that had been used 
in the winter grain growing experiment, as well as in the grass growin 
experiment fields, including a very sturdy alfalfa seed which seeme 
to be surviving in this high altitude. 

Interested as these farmers were in the woven wire fences and the 
surviving fields of winter grain and grass crops new to that area, their 
faces lit up with surprise and joy when they inspected the flock of 
American-bred sheep which had been sent to this ranch. They 
eagerly passed the lambs from hand to hand, exclaiming over their 
size and weight. The Bolivian manager of this ranch told me that 
many of the farmers begged him to reserve buck lambs for them so 
that they could improve their native flocks of a 

After the farmers were allowed to inspect the sheep, the shearing 
demonstration commenced with power-driven wool clippers. Never 
before had these farmers seen a power-driven sheepshearing machine. 
Their only tools for shearing their own sheep are a pocket knife, which 
few of them own, or a piece of broken glass or, as their most common 
sheepshearing instrument, the sharp edge of the top of a tin can. 
a a result, they recover only about one-third of the fleece from their 
sheep. 

They do not even possess the old-fashioned, hand-operated sheep- 
shears used so extensively in the United States prior to the advent of 
the power-driven sheepshearing clipper. In fact, part of our forei 
aid program for these Bolivian farmers, I was tol , is to make avail- 
able in quantity some of these old-fashioned hand shears, and part of 
the shearing demonstration was to show the farmers how to shear a 
sheep with hand shears, as well as with the power-driven clipper. It 
was a very moving sight to see these Bolivian Indians inspect the 
very simple old-fashioned sheepshears. To them, it represented an 
important technical advancement. 

t illustrated very graphically a lesson we need to learn in connec- 
tion with our foreign aid program; namely, if we would supply some 
of the elementary but useful handtools in many parts of the under- 
developed areas of the world, we could be of much greater immediate 
help to the individual farmer who has neither the financial means to 
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acquire nor the technical training, as yet, to operate the latest models 
of modern farm machinery. We should remember that in these re- 
mote areas of the world, laborsaving farm machinery is not needed. 
There is an overabundance of manpower. In fact, the most modern 
laborsaving machinery may prove to be uneconomic as far as their 
agricultural economy is concerned. These farmers will never be able, 
in their lifetime, to own a tractor, an electric milking machine, or 
any of the other modern laborsaving farm implements. Their farm 
operations are not large enough to repay them for such expenditures. 
Eventually, with more scientific development of their agricultural 
economy, their children or grandchildren or great-grandchildren will 
be able to afford such machinery. 


RURAL ROOTS OF POLITICAL AND ECONOMIC FREEDOM 


However, it is the present generation of farmers in these under- 
developed agricultural areas of the world that we must help if the roots 
of both political and economic freedom are to be strengthened and 
grow in their country. They are still living in a pioneer agricultural 
economy and society. They need thousands of steel plowshares more 
than they need tractors. They need steel pitchforks, shovels, and 
many types of good hand-operated farm tools more than they need 
power-driven machinery. They need American seeds, good quality 
American livestock, and a great deal of American suaainae’ tech- 
nical assistance. 

There is a place in the agricultural economy of such remote areas 
as this one for the use and demonstration of some of our most modern 
farm equipment, such as power-driven sheepshearing clippers. One 
of the things we are attempting to do in our agricultural aid program 
is to encourage farmers to join together in a cooperative movement 
and own together some piece of farm machinery that is too expensive 
for individual ownership. An aid program which encourages farmers 
to pool their resources for the establishment of a cooperative ma- 
chinery pool, if efficiently managed, can be a sound economic venture 
for all the farmers living in a particular farm community. Large 
tractors, grain combines, hay balers, and similar pieces of expensive 
machinery are good examples of the type of equipment that can be 
owned and operated by a farm cooperative machinery pool. This 
power-driven sheepshearing machine is another example of the type 
of farm equipment that could very well be owned and operated on a 
— arrangement by a group of farmers. In fact, it was 
explained to us that it was hoped by the Bolivian manager of the 
sheep experiment station that the demonstration of the use of the 
power-driven clippers would lead to just such a demand on the part 
of these Bolivian farmers. Before the demonstration was over, there 
was no doubt that the clippers had sold themselves and that these 
farmers were anxious to cooperate in an arrangement that would 
move the clippers from flock to flock. 


SHEEPSHEARING DEMONSTRATION 
The point 4 sheepshearing rig was a simple affair mounted on a 


truck with three ponnenwee clippers connected by a belt to a tractor 
which supplied the power. This made it possible for three men each 











16 STUDY MISSION ON SOUTH AMERICA 


to shear a sheep at the same time. It was estimated that the sheep 
could be sheared at a cost of from 2 to 3 cents per sheep, and the 
additional wool that would be saved, as the result of such an efficient 
operation, would be worth many times the nominal shearing cost. 
I shall never forget the expressions on the faces of these Bolivian 
Indian farmers when the scales showed that the fleece sheared from 
the first Corriedale sheep weighed 10 pounds. It was obvious that 
the weight of that fleece sold the entire demonstration to all in 
attendance. 

Then, a full-grown native sheep—not much bigger than a good- 
sized Corriedale lamb—was produced and sheared with handshears. 
Its fleece weighed a little less than 2 pounds. Although I could not 
understand the Indians’ excited comments to each other, I could read 
from the expressions in their faces that what they had seen had filled 
them with both a desire and a hope for better sheep, and with better 
sheep a better life. As I made the bumpy drive back to La Paz I 
had the feeling that perhaps that day, high up in the Andes, I had 
witnessed the beginning of a technical revolution in the Bolivian sheep 
industry. It made me feel very proud that our point 4 program had 
given us such a dramatic demonstration of the good neighbor policy. 

Point 4 is also giving technical assistance in an agricultural credit 
program, which has an excellent repayment record on small loans to 
small farmers. I heard some complaints from Bolivians that the 

rogram puts too much emphasis on loans to big farmers and too 
little on loans to small farmers. I also heard complaints from Bo- 
livians that some materials supplied through the loans are unduly 
slow in being delivered. A specific example cited was of seeds which 
arrived too late for planting. 


POLICY EMPHASIS: PRODUCTION OR DEVELOPMENT? 


My stay in Bolivia was too short to permit sufficient investigation 
to evaluate the merits of these complaints. They are illustrative, 
however, of a policy dilemma which faces us in Bolivia and in certain 
other countries as well. This dilemma, briefly stated, is whether to 
make increased production the major aim of our aid programs or to 
sacrifice some production for the sake of development. 

Production can be increased most readily by concentrating on 
assistance to big farm units of a size sufficient to justify mechanization. 
But a program entirely or mainly limited to operations of this kind 
will result in the big farmers becoming richer while the small farmers 
stay poor. It will compound, rather than alleviate, political and 
social tensions. Further, it will promote the impression that the 
United States is more interested in rich people than in poor people. 

When a country so badly needs euntunand roduction that large- 
scale help to big operators is justified, a special effort should be made 
to help the small ones at the same time. It is the mass of the small 
farmers who will determine the future of South America, and they 
are more interested in their next meal than they are in economics. 

It seems to me that the United States has made this dilemma un- 
necessarily difficult by deliberately selecting the kinds of production 
it will help to increase. The emphasis in Bolivia ought to be on the 
production of things Bolivia needs and can produce. In the agri- 
cultural field, these include wheat, sugar, rice, and cotton, all of which, 
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except sugar, are surplus in the United States. As a consequence, 
the United States will not do anything to help with their production 

in Bolivia, despite the remoteness of the prospect of ever making 

significant commercial sales to that country. Our policies in this 

— need to be reconsidered, both in Congress and the executive 
ranch. 


EMPLOYMENT OPPORTUNITIES NEEDED 


In the nonagricultural sectors, Bolivia’s basic problem is to provide 
more employment opportunities. This seems to be the only feasible 
way of eliminating Tich-toet excess labor in established industries. 
In mining, for example, although estimates of numbers vary, there is 
general agreement that the Government mining entity employs 
several thousand more workers than are necessary even with the 

resent antiquated equipment. Given the present circumstances in 

olivia, it is unrealistic to expect great numbers of mine workers to 
be laid off. In the first place, the miners were at the forefront of the 
1952 revolution and they have great political power. In the second 

lace, there is no place for them to go, no way for them to make a 
Sve if they were laid off. 

The solution to this problem is to provide alternatives to working 
in the mines. This means the establishment of new industries or 
related industries, and this is not easily done in a country such as 
Bolivia. Nevertheless, opportunities exist. A tin ore concentra- 
tion plant would not only provide new jobs but would also enable 
Bolivia to make substantial savings on the freight charges for its tin 
exports. Expansion of YPFB, the Government petroleum entity, 
would also provide jobs and foreign exchange savings. The highway 
system of Bolivia is wholly inadequate. Road construction could 
employ thousands. 


LOANS FOR SPECIFIC PROJECTS WOULD BENEFT BOLIVIA 


Except for the technical assistance program, most American aid to 
Bolivia since the revolution has been in the form of budgetary sup- 
port. It seems to me the time has-now come to shift the emphasis 
to loans for specific projects which will result in increased wealth and 
production and will make Bolivia better able to solve its numerous 
problems itself. It is my view that the President of Bolivia and the 
officials of the Government generally are friendly to the United States. 
They desire to work with us in the cause of strengthening freedom in 
Latin America. They need economic help in that they can become 
more helpful to themselves as their economic productive power 
increases. 








Ill. CHILE 


The political atmosphere of Chile is one of true democracy. Basic 
human freedoms are deeply and traditionally respected. There is a 
powerful and growing middle class. 

But there is also a severe problem of land use and distribution, with 
large estates either idle or not fully cultivated. The result is that 
Chile is a net importer of food. There is great poverty, both urban 
and rural, and one of the world’s highest infant mortality rates. 
The gross national product has actually been declining at the rate of 
1 percent a year since 1953. 

Above all, there is historic, galloping inflation which has some- 
times seen prices nearly double in a year and which is so much a part 
of Chile’s way of life that an economic stabilization plan was hailed as 
a success when it limited prices to a 37 percent increase in the first 
10 months of 1959. 

On balance, I was encouraged by my findings in Chile. The en- 
lightened conservative government of President Jorge Alessandri, an 
able, intelligent man, is pursuing an economic program which, except 
for the continued rise in prices, has indeed tein successful. New 
investment has been encouraged, credit expansion has been controlled, 
imports have been restricted, and the Government budget has been 
brought more nearly into balance at the same time that more attention 
has been given to public social investments. There is a substantial 
government housing program, and consideration is being given to 
needed reform and ad programs in agriculture. 


COOPERATIVE HOUSING IS SUCCESSFUL POINT 4 PROJECT 


The housing program in Chile is worthy of special mention. Much 
of it is carried on with technical assistance from the United States, and 
the aided self-help housing program in Santiago is one of the most 
productive, imaginative point 4 projects I have seen anywhere. The 
houses are built cooperatively by the people who will live in them. 
Point 4 supplies technical advice; the Chilean Government furnishes 
the land, the utility and sewage connections, and the materials; and 
the people do the labor. The houses are sold on long-term financing 
at a price to cover the cost of materials. 

I visited one of these developments where I saw a particularly 
ingenious material which had been developed locally. This was an 
interlocking wooden block, about the size of an ordinary brick. These 
blocks could be laid like bricks, using glue instead of mortar. They 
produced a wall which could be quickly and easily built, which was 
sturdy, and which provided excellent insulation. The blocks are 
cheaply made, and provide an outlet for some of Chile’s considerable 
pine timber, including even sawmill rane 

It seems to me that this invention would have applications in many 


other countries. Iam certain that the techniques of the aided self-help 
housing program would have application in many countries besides 
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Chile. It was one of the best slum clearance programs I observed in 
all of Latin America. 


SAVINGS AND LOAN ASSOCIATIONS PLANNED 


Plans are also afoot in Chile for the creation of institutions similar 
to U.S. savings and loan associations. 

Two years ago, Mr. Arthur Courshon, chairman of the board of the 
Washington Federal Savings & Loan Association of Miami Beach, Fla., 
discussed with members of the Subcommittee on American Republics’ 
Affairs a proposal for a U.S. savings and loan association program to 
be developed in Latin American countries. In pursuance of that 
program, Mr. Courshon and Mr. David Krooth served as International 
Cooperation Administration housing finance consultants in Chile. In 
July 1958, they filed a report and proposed a plan for the establishment 
of a savings and loan association program for Chile. This report 
aroused a great deal of favorable interest in Chile and would appear 
to be deserving of further consideration and exploratory discussions 
between representatives of our Government and officials of the Chilean 
Government. It might very well prove to be one economic medium 
for encouraging a form of self-help program on the part of Chilean 
private enterprise in respect to solving the major housing problem that 
confronts Chile. 

It is very important that we export to Latin America not only 
American financial aid and American goods but that we also export 
American private enterprise know-how techniques and institutional 
procedures which will enable business interests in Latin American 
countries to help their governments and their people solve many of 
their own economic problems. Thus, for example, if we could help 
establish in Chile a savings and loan association program adaptable to 
the economic and financial problems that confront Chile, it might very 
well serve as a model that could be adopted in many other Latin 
American countries which are confronted with a serious housing 
problem. | 

Wherever we were in the countries we visited, inadequate housing 
stood out like an economic and social sore thumb, It should never be 
forgotten that private homeownership in the city and family farm- 
ownership in the country constitute two of the most effective checks 
against the spread of communism. 

If these plans for savings and loan association programs come to 
fruition, not only can they make a great contribution to solving one of 
Chile’s most pressing social problems but they can also help create 
the kind of economic institutions which play a very important role in 
capital formation. A loan from the United States for a part of the 
initial capital would provide a healthy impetus for this project. 


PROJECT TO INCREASE INDUSTRIAL PRODUCTIVITY 


Another ICA project worthy of special mention in Chile is one in 
industrial productivity. Chile has a considerable variety of industry, 
some of it uneconomically fostered by past governments at the 
expense of agriculture. A joint point 4-Chilean organization known 
as ICARE after the initials of its Spanish name is doing good work in 
spreading the doctrine of low-cost, high-volume operations, Although 


| 
| 





STUDY MISSION ON SOUTH AMERICA VAI 


some Chilean industries produce for export, the domestic market is 
by far the more important one and this is limited by the small size 
(7 million) and poverty of the population. A tour of one of Chile’s 
larger and more diversified industrial plants gave me some insight into 
both the promise and problems of Chilean industry. This plant has 
modern machinery (much of it is from the United States, incidentally) 
and efficient methods. But its material and other costs are so high 
that its bicycles, which are made by workers averaging the equivalent 
of 25 cents an hour for a 48-hour week, retail for the equivalent of 
$93—roughly twice the cost of a comparable bicycle in the United 
States. This is startling evidence that American industry has little 
to fear from the competition of low-wage labor abroad, because this 
low-wage labor turns out high-cost products. 


ALESSANDRI’S PROPOSAL FOR REGIONAL ARMS LIMITATION 


Besides the economic reforms in Chile, President Alessandri has 
also taken an important and statesmanlike initiative in international 
affairs through suggesting a regional arms limitation eement. 
This proposal has struck a responsive chord in many other Latin 
American capitals, and it deserves the strongest possible support from 
the United States. 

President Alessandri argues, quite rightly, that Latin American 
governments generally are faced with great needs for public invest- 
ments in many fields such as schools and roads and that their military 
budgets divert from these fields to economically unproductive pur- 
poses. Yet government A feels that it must continue to make this 
diversion as long as government B does so, and government B replies 
that it has to have ae equal to those of government A, This is, 
of course, the description of a typical arms race. 

It is particularly distressing in Latin America, not only because 
the economic waste can be so poorly afforded, but also because it is 
so unnecessary. The American Republics have, on the whole, an 
excellent record for settling their disputes peacefully. In the Organ- 
ization of American States, they have an entity which has proved 
itself capable of prompt and vigorous action to keep the peace. 


UNITED STATES SHOULD HALT ARMS RACE BY REDUCING MILITARY 
ASSISTANCE IN LATIN AMERICA 


The situation in South America, in short, is peculiarly propitious 
for a regional arms limitation agreement, and it would be a great 
pity if President Alessandri’s suggestion were not followed up. His 
suggestion, as well as my findings in other South American capitals, 
confirmed my doubts about the wisdom of our own military assistance 
program in Latin America, and I recommend that this program be 
reconsidered by the Congress at an early date. It is my opinion that 
a substantial reduction in military aid to Latin America would 
strengthen U.S. prestige throughout the area. 





IV. ARGENTINA 


Argentina is a classic and tragic example of the fate of a country 
that consumes too much and invests too little. 

A basically rich country, Argentina entered the postwar era with 
large foreign exchange reserves, a prosperous economy, and a Govern- 
ment under Col. Juan Peron which was dedicated to industrialization 
at the expense of agriculture. Peron frittered away Argentina’s 
foreign exchange reserves in buying the British-owned railroads and 
other foreign investments. He put the squeeze on agriculture to 
finance uneconomic industrial plants and his own extravagances in 
the Government. He went a long way toward creating an urban 
proletariat as the hard base of his political support. 

Under Peron, Argentina lived off its fat, and when Peron was over- 
thrown in 1955, the country was an economic shambles, completely 
decapitalized, with no fat left. Its magnificent cattle herds were 
seriously depleted. Its wheat production was down. Its factories 
were full of obsolete and wornout equipment. Its railroads, once the 
best in Latin America, were barely operable. Its highway system 
was in disrepair, and its power supply so inadequate that Buenos 
Aires at night took on the appearance of New York during the wartime 
blackouts. Its foreign exchange reserves were at rockbottom and its 
foreign trade in almost hopeless disarray, with deficits occurring where 
there had traditionally been surpluses. 

Yet despite these enormous troubles, the Argentine people continued 
to be ‘well fed and well dressed, since Argentina’s resources are so 
bountiful that a food shortage is almost impossible. The result is a 
curious kind of paradox about the Argentine economy. Even during 
a period of belt tightening, as the present, there is the appearance of 
high consumption occurring in the face of many evidences of hard 
times, 

FRONDIZI’S AUSTERITY PROGRAM 


Argentina started the long, hard road back in January 1959 with the 
inauguration of an austerity program designed to curb inflation, 
rectify the balance of payments deheit, stimulate foreign investment, 
and generally recoup the waste of the Peron years. Despite great 
political pressures to breach the program here or there, the Govern- 
ment, under the able, courageous leadership of President Arturo 
Frondizi, has generally held firm to its course. The results, statis- 
tically, have been spectacular. A foreign trade surplus has replaced a 
foreign trade deficit. More than $200 million in new investment, 
from the United States and Europe, poured into the eee, between 
March and November 1959. The peso hardened to a rate of 82 to the 
dollar from a low of more than 100 to the dollar. After a wild rise of 
75 percent in the first 6 months of the year, the cost of living was held 
to an increase of 9.5 percent in the next 4 months. 

On the other hand, much of this progress has been attained at the 
expense of economic development and capital goods imports. The 
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Government is financing a budgetary deficit by noninflationary 
methods, which has meant that it has had to restrict credit for develop- 
ment purposes. The balance of payments deficit has been eliminated 
almost entirely through the restriction of imports. Exports have 
remained relatively constant, in part because of damage done by 
floods and in part because of the desire of cattle raisers to build up 
their depleted herds. 


RECAPITALIZATION URGENTLY NEEDED 


Argentina’s need, more than anything else, is for imports of producers 
goods to recapitalize its industries, its agriculture, and its public 
services. New foreign investment will result in imports of this nature 
of course, but these will be largely for new developments. They wi 
not affect the present deplorable state of established enterprises. 
Meanwhile, the use of wornout or obsolete equipment, or the use of 
hand labor where machines are not available, adds to the costs of 
production, thereby contributing to a high internal price level and 
making Argentine exports less competitive. 

It is therefore urgent, for economic reasons, that the austerity pro- 
gram succeed as soon as possible. It is equally urgent for political 
reasons. The Frondizi government is Sboetaniy hattaced y con- 
flicting pressures from the substantial Peronist elements which survive 
in labor, and from the strongly anti-Peronist armed forces. In an 
anti-inflationary policy like the one being pursued by the Frondizi 
government, there has not been found any very effective way, in 
Argentina or anywhere else, of spreading the austerity so that the 
biggest pinch does not come on labor and the lower income groups 
generally. This problem is intensified in Argentina by the lingering 
animosities of the Peron era and of the revolution which ended it. 
The problem is also somewhat complicated by the rapid population 
movement from countryside to cities. This trend has reached the 

roportions where 1 out of every 4 Argentines now lives in Greater 
Busnts Aires. In some areas, the countryside, especially in Buenos 
Aires Province, is becoming virtually depopulated in the 16 to 45 age 
group, one interference with measures to restore agricultural 
production. e rapid influx into the city is, of course, also out- 
stripping — services and housing. 

Some of the Argentine provinces, including that of Buenos Aires, 
are beginning programs of land reform in an effort to keep people on 
the land. The Federal Government has as yet been inactive in this 
field, but the issue is being increasingly agitated. Although Argentine 
agriculture is characterized by enormous holdings not intensively 
cultivated, there is so much land in Argentina and it is so fertile that 
the question of land redistribution need not present many of the 
difficulties which are encountered in more crowded, less richly en- 
dowed countries. . 

Both Americans and Argentines to whom I talked in Buenos Aires 
agreed that U.S.-Argentine relations have never been better. In view 
of the past coolness in these relations, this is perhaps not saying much. 
But it is true that Argentina, having awakened from the nightmare of 
Peronism, is anxious to establish closer working relations with the 
United States, and this desire is reciprocated. It is certainly in the 
interest of the United States that representative government be made 
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to work in Argentina, and that it be given a chance to put down its 
roots in stable political institutions. The next few years will be 
crucial in this respect. 


ARGENTINA NEEDS LONG-TERM LOANS 


It is devoutly to be hoped that the United States will not be so 
dogmatic in its approach to economic policy as to jeopardize this 
process, which is going to be difficult enough in any event. Argentina 
needs long-term loans in almost unlimited amounts for almost every 
consebvabte kind of economic activity. Although its total needs could 
scarcely be met by the United States, a substantial volume of long- 
term loans over the next few years would do much to help the country 
import the capital equipment it so greatly needs. 

ontrary to some critical charges in Latin America that the United 
States refuses to make loans to help Latin American governments de- 
ee industries or plants, attention is called to 
the Argentine steel plant we visited at San Nicolas. It is being built 
by Sociedad Mixta Siderurgia (SOMISA) at a cost of $320 million, of 
which $60 million is an Export-Import Bank loan. This is a govern- 
ment enterprise. This steel mill, when completed, will be one of the 
three or four most modern steel mills in the world. It is an inspiring 
economic monument to the cooperative effort which the United States 
is extending to the Government of Argentina. 

The economic problems of Argentina are substantially different from 
those typical of underdeveloped countries. Argentina is not under- 
developed in the usual sense of that term. It is decapitalized, and in 
this respect it resembles postwar Europe. As was the case in postwar 


Europe, Argentina needs recovery and rehabilitation more than it 
needs development. 








V. BRAZIL 


The word for Brazil is “growth’”—growth at breakneck, devil-may- 
care speed and hang the consequences. 

This growth is being financed through budgetary deficits, printing 
press money, bank credit expansion, and an imbalance of $300 million 
a year in foreign trade. The predictable results are occurring: prices 
are increasing 50 percent a year, the cruzeiro is depreciating on inter- 
national money markets, and Brazil’s foreign debts are steadily in- 
creasing. 

Yet underneath this monetary froth, there is in fact solid growth. 
Brazil’s industrial production is increasing at the rapid clip of 16 per- 
cent a year. Foreign investment, which amounts to well over $2 bil- 
lion ($1.3 billion of it American), is continuing. (‘It’s like holding 
four cards to a flush in a poker game,” an American businessman in 
Sao Paulo explained tome. “You can’t afford to drop out.’’) More 
power projects, both public and private, are underway. And the 
Government is embarked on a roadbuilding program to open up the 
interior of the country. 

All of this feverish activity is accompanied by a strident national- 
ism which is often expressed in anti-American terms. Communists 
identify themselves with nationalist causes, but it is gross oversimplifi- 
cation to explain Brazilian nationalism as Communist inspired. 
Brazilian feelings have been hurt by what is regarded as North Ameri- 
can neglect, both political and economic. Brazilian patriotism has 
been aroused by what is characterized as North American economic 
intervention and imperialism. Brazilian frustrations about a thou- 
sand little things in daily living are to some extent taken out on the 
United States in one way or another. 

Many of the tenets of Brazilian nationalism are exaggerated ; others 
are mistaken. Although both the U.S. Government, through its in- 
formation program, and U.S. business, through its public relations 
and community programs in Brazil, could well do more to counter 
these beliefs with statements of real, as distinguished from imaginary, 
facts, Brazilian nationalists will never be convinced simply by being 
told they are mistaken. The kernel of truth in their complaints is 
big enough to require more drastic action. 

Nertmiel, we have in Brazil Ambassador John Cabot who, 
during the short time he has been there, has already accomplished a 
great deal in reducing anti-American feeling both within the Brazilian 
Government and among the Brazilian people. 

President Eisenhower’s visit should also be helpful in this respect, 
if only as concrete evidence of the importance the United States 
attaches to Brazil. 

Other, frequent demonstrations of U.S. interest are also needed— 
consultation where appropriate, but in any event advance notice to 
Brazil of major American moves on the world stage ; a paragraph or two 
in state papers such as the President’s state of the Union message or 
the Secretary of State’s address to the U.N. General Assembly. 
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Most important of all is a reorientation of official American atti- 
tudes toward Brazil. These attitudes in recent years have been based 
entirely too much on the principles of classical sound economics and 
entirely too little on an elementary understanding of the human 
problems of Brazil. 


BRAZIL’S GROWTH COMPARABLE TO THAT OF 19TH CENTURY 
UNITED STATES 


There are many parallels between Brazil in 1960 and the United 
States in 1870. Ninety years ago the United States was likewise goin 
through a period of feverish growth. There was corruption, socia 
injustice, great poverty, and great wealth. The country had just 
come through inflation and was heading for panic. If the bankers of 
Europe at that time had applied to the United States the standards 
which the bankers of Washington and New York now apply to Brazil, 
and if the United States had "heen totally dependent on Sorel loans, 
it would have been decades before we had a transcontinental railroad, 
much less a steel industry. Fortunately, the United States was not 
then totally dependent on foreign loans; nor is Brazil today. But 
foreign loans made the American path easier, and they can do the 
same for Brazil. 

The analogy applies in other respects. Both Brazil and the United 
States are of continental proportions with enormous natural resources. 
The Brazilian interior is comparable, in many respects, to the American 
West of the late 19th century. Brazil, like the United States, is big 
enough and rich enough to survive mistaken policies and to grow in 
spite of them. Further, Brazil is in a position of international leader- 
ship which is almost certain to grow as the country grows, One recent 
manifestation of this leadership is President Kubitschek’s statesman- 
like, progressive suggestion of Operation Pan America, a farsighted 
plan for hemispheric economic cooperation. This proposal deserves 
sympathetic and vigorous attention. 


LOAN TO PETROBRAS SHOULD BE CONSIDERED BY UNITED STATES 


One particular policy which I feel is mistaken on the part of the 
United States at this time is the adamant refusal of this Government 
even to consider public loans to Petrobras, the petroleum monopoly. 
This position is taken on the narrow, dogmatic grounds that petroleum 
development should be carried out by private capital and that it 
could be and would be if Brazil changed its own policy of purely public 
development. However, this position ignores the facts that it is 
Brazil’s oil and Brazil’s policy which are involved and that the 
American attitude lends great credence to Brazilian nationalist 
charges of economic imperialism and intervention. 

I am not here advocating a loan to Petrobras. Iam only advocatin 
a willingness to consider such a loan on its economic and technical 
merits without reference to the fact that Petrobras is a Government 
monopoly. If this consideration reveals that Petrobras could not 
adequately service a loan, then it should not be made. But if con- 
sideration indicates the opposite, then the loan should be made. 
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LAND REFORM AND SAO PAULO STATE DEVELOPMENT PLAN 


In Brazil, as in every other country I visited, land reform is an 
increasingly important issue. There are two basic points of view. 
One argues for a redivision of land. The other, which seems to be 
favored by the Government, holds that there is plenty of land in 
Brazil and that it is not so much land redistribution which is needed 
as agricultural development through more roads, better communica- 
tions, more and better education, effective agricultural credit, im- 
proved health for rural people, and development of local markets. 

These two approaches are combined to some extent in the exciting, 
impressive Sao Paulo State development plan which contemplates the 
expenditure of 100 billion cruzeiros (a little more than $500 million 
at late 1959 exchange rates) in addition to the regular budget over a 
4-year period. In regard to agriculture, this plan proposes land 
reform through taxation, with a progressive tax which will increase 
according to the size of the farm and with a penalty on unused land. 
Fifty percent of the land in the State of Sao Paulo is owned by 2 
percent of the landowners. The proceeds of the new land tax will 
go to promote colonization. 

The Sao Paulo plan, however, goes far beyond land reform. It 
includes roadbuilding (paving 1,875 miles, and building 1,000 miles 
of lateral roads in addition), school construction (the goal is enough 
classrooms to accommodate all students on the basis of 40 students 
per classroom on double sessions), grain storage construction (30 
percent of the crop is now lost between harvest and sale because of 
rats, weevils, and mildew), and improved public health services. 


LENDING POLICIES AND OFFICIAL UNITED STATES-BRAZIL RELATIONS 


There is no doubt that relations between the United States and 
Brazil have deteriorated in recent years because of a widely held view 
in Brazil that we have attached too many restrictions in negotiations 
for loans to Brazil. There is also the feeling that American officials 
have unduly influenced policies of the International Monetary Fund 
so that in the end unacceptable conditions have been requested by 
that institution. Anti-American criticisms are all too prevalent to 
the effect that our Government has attempted to impose a financial 
loan policy that amounts to economic intervention in the domestic 
economic affairs of Brazil. Steps should be taken immediately to 
allay those fears. 

The record shows that the Export-Import Bank has followed a very 

enerous lending policy toward Brazil as shown by the following 
gures: 
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TRRGL«, ..nittincenndetinenatean’d 4ereheeinaemanenie 335, 622, 586. 38 
GORI - din ccna cube bp coshudndduatorewadebacee 523, 617, 772. 74 


A good example of the financial assistance which the ave port 
Bank has extended to Brazil is the steel mill at Volta Redonda, a 
short distance from Rio. ‘This very modern steel mill is known as 
the Companhia Siderurgica Nacional. It has received three Exim 
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loans, totaling $105 million, and is also a Government-owned enter- 
prise. 


INADEQUATE SCHOOLS SERIOUS PROBLEM 


One of the most serious problems facing Brazil, which is true of 
the other Latin American countries we visited, is that of inadequate 
schools. Reliable statistics on education in Latin America are 
difficult to find. According to our ICA people in Rio, as of 1955, 
40 percent of Brazilian children of school age were not in school. 
Of the elementary school enrollment, 55 percent was in the first 
grade, 24 percent in the second grade, 14 percent in the third grade, 
6 percent in the fourth grade, and 1 percent in the fifth grade. The 
Brazilian literacy rate is estimated variously at from 45 to 51 percent. 

In my conferences with President Kubitschek and with other high 
Brazilian officials, emphasis was placed on the great need for funds 
for schools. If we could make more funds available through loans 
to governments for the development of their wealth-producing, job- 
offering, tax-creating economic projects, then, as their leaders point 
out, a larger share of their government income could be spent on 
schools, hospitals, and other needed public welfare programs. 

This is true in every ae we visited, but a great deal of emphasis 
was placed upon it in Brazil. It was pointed out to us time and 
time —_ that the strengthening of freedom in Latin America is 
probably more dependent upon making rapid progress in reducing 
illiteracy and providing elementary schoo ucation for all the 
children and a secondary school education for many than upon any 
other one thing. 

The following table offers strong proof of the foregoing observation: 


Percent of popu- | Annual expend- 
lation literate itures on educa- 
(15 years and tion per inhab- 
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VOGUE Stas ooo clo waciccntsosstcsbsbsabtiinasssodipubhdauiaal 55 7.35 
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INFANT MORTALITY 


I was also struck by another of the tragic facts causing great concern 
in Brazil, namely, infant mortality. This is shockingly igh in many 
parts of Brazil, as well as elsewhere in Latin America. The reported 
infant mortality rates for 1954, per thousand live births, are: Boliva, 
106; Chile, 125; Argentina, 60; Venezuela, 69; United States, 27. 
These are probably understated for the Latin American countries 
because of incomplete registrations of births and deaths. The United 
Nations, for example, estimates the rates for Bolivia, Brazil, Colombia, 
and Venezuela at about 150. Since these are overall national rates, 
it is reasonable to suppose that the rate in Sao Paulo would be very 
much less and in the Amazon Valley very much more, perhaps in the 
magnitude of 500 per 1,000. 
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One Brazilian official told me that in one area of Brazil, the infant 
mortality rate runs as high as 40 to 60 percent. Even in such an 
urban center as Rio, it is far too high. Thus, the people of Brazil not 
only expect whatever government health program is necessary to 
reduce the existing high infant mortality rate, but it is to be anticipated 
that the people will continue to demand it with increasing political 
action. 

Here is a great opportunity for the United States to be of assistance 
with a great humanitarian and moral cause. Here is an opportunity 
to put into practice the cardinal tenet of freedom’s aitiaas upon 
human values and human rights. For every dollar we may spend in 
Latin America by way of technical assistance in the public health 
programs or by way of loans for baby clinics and hospitals, there 
will be a return to us in such an abundance of intangible good will 
and improved relations with Latin America that we will be repaid a 
thousandfold. 









VI. VENEZUELA 


Venezuela offers a shining opportunity for the United States to 
demonstrate that it really does welcome liberal revolutions which give 
a country real democracy and genuine reform. 

It is amazing that this opportunity exists in view of the fact that 
the United States was so close to former dictator Perez Jimenez as 
to give him a medal. But it does exist, and it must not-be missed. 

After 11 months of government by a junta following the overthrow 
of Perez Jimenez, the Accion Democratica Party, Ted by Romulo 
Betancourt, one of the great liberals of our times, swept elections 
which were both free and honest. Betancourt took office as President 
in February 1959 and formed a coalition government in accordance 
with an agreement which the three major non-Communist parties 
had made before the election. Despite almost daily rumors of col- 
lapse, revolution, or fragmentation, this coalition has held together. 
The longer it lasts, the better are the chances of establishing in 
Venezuela the kinds of deep-rooted political institutions which make 
possible government that is both stable and progressive. 

The problems of political survival come not only from the stresses 
characteristic of all coalitions, but also from the Communists, who 
are 4 ran in opposition, and from the armed forces, where there are 
rumblings of discontent, 


LEGACY OF PEREZ JIMENEZ REGIME 


Meanwhile, the Betancourt government is moving to carry out 
a broad attire of social and economie reform. The Perez Jimenez 
8 


regime shamefully squandered Venezuela’s oil wealth and left the 
country with $1.5 billion in short-term debts; a fantastically wealthy 
upper class in Caracas; a collection of fancy public works projects, 
some half finished, some shoddily built; severe urban congestion and 
housing problems; and few schools or health services. 

The besancours government has paid off $750 million of these debts 
and has begun programs to deal with the country’s problems of lan 
distribution, health, education, and housing. Instead of super- 
highways, it is devoting attention to smaller, rural roads. 

Basically, Venezuela is sufficiently wealthy so that programs of this 
sort can be carried out in time with its own resources, augmented 
perhaps with hard loans. But it needs technical help on a modest 
scale, and it would be a good investment for the United States to 
supply this help. 


EXPANSION OF U.S. TECHNICAL ASSISTANCE ADVOCATED 


The U.S. Government technical assistance program in Venezuela 
has traditionally been conducted at minimal levels of about $150,000 
a year and limited mainly to advice on village water supplies. The 
present seems a particularly appropriate time to expand our point 4 
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program somewhat as a gesture of friendship for, and cooperation 
with, Venezuela’s new democratic Government. For example, the 
Betancourt government would like to send trainees in public ad- 
ministration to the United States. It would also like the short-term 
services of selected experts in specialized fields of public health. I 
strongly recommend that ICA make every effort to provide technical 
assistance of this character to Venezuela. 

As an American businessman in Caracas put it to me, “We should 


initiate ways to help the Betancourt government instead of waiting 
to be asked.” 


U.S. VISA POLICY SHOULD BE LIBERALIZED 


The current situation in Venezuela also offers a textbook case of 
the folly of American visa policies and of American cooperation with 
dictators. That these follies have not been more harmful is a tribute 
to the tolerance of the men who now govern Venezuela—men who 
spent the Perez Jimenez years either in jail or in exile. 

During the regime of Perez Jimenez, any Venezuelan who uttered 
a liberal thought was quite likely to find himself on the blacklist of 
Pedro Estrada, Perez’ chief of internal security, as a Communist. 
These blacklists were made available to U.S. security and intelligence 
agencies who, for some wholly inexplicable reason, have apparently 
attached some weight to the political evaluations of Estrada. The 
consequence is that Venezuelans who were decent and courageous 
enough to incur Estrada’s displeasure now find it difficult, if not im- 
possible, to get visas for visiting the United States. Included in this 

roup is—of all people—the brother-in-law of the Venezuelan Foreign 
Minister. Further, not only in Venezuela but in other South Ameri- 
can countries I encountered numerous instances of delays, or worse, 
in issuing visas to individuals with radical backgrounds. Such timid- 
ity not only makes us ridiculous in the eyes of our friends but also 
inhibits our exchange of persons program. 





Vil. COLOMBIA 


Colombia is engaged in one of the strangest political experiments 
ever devised by contentious factions. 

After dictator Gustavo Rojas Pinilla was overthrown in 1957, the 
Constitution was amended to provide for a National Front govern- 
ment under which for a period of 12 years (subsequently extended to 
16 years) all offices would be divided equally between two major par- 
ties, the Liberals and Conservatives, with the Presidency alternatin 
every 4 years. Dr. Alberto Lleras Camargo, a distinguished Liber 
and one of the hemisphere’s towering statesmen, was elected President 
in 1958. Although the National Front concept continues to have the 
support of majority opinion in both parties, factionalism, especially 
among the Conservatives, has created some difficulties beyond those 
which could normally be expected. 


RETURN OF REPRESENTATIVE GOVERNMENT TO COLOMBIA 


The National Front, however, has made possible the return to 
representative government in Colombia and the end of the state of 
siege which existed throughout most of the 10-year period following 
1948 when much of Colombia outside the major cities was in a condi- 
tion of virtual civil war. Casualties during this period are estimated 
at 200,000. 

President Lleras Camargo’s efforts to restore peace have been 
largely but not entirely successful. Most of the fighting which con- 
tinues has degenerated into banditry; but even with relative peace in 
the countryside, the social aftermath will be with Colombia for a 
long time to come. Many rural areas, for one me are seriously 
depopeneteyy and in many cities, there are real problems of caring for 
refugees. These ragged unfortunates can be seen in the slums which 
are a disheartening and familiar sight in almost all Latin American 
cities. Meanwhile, there is a shortage of employment opportunities 
in the cities and a shortage of labor in the countryside. 

Despite these problems, however, and despite other problems which 
flow naturally from coalition politics, Colombia has made real and 
encouraging progress since ridding itself of Rojas Pinilla. As men- 
tioned, peace has been largely restored. A good start has been made 
in rebuilding the free political institutions which Colombia once en- 
joyed and which were stifled by the dictator. 

is the case with depressing frequency, economic stringency was 
one of the legacies of dictatorship in Colombia. Since Rojas Pinilla’s 
departure, the level of short-term indebtedness has been reduced from 
$400 million to $140 million, and exchange reserves have increased 
from $140 million to $200 million. Although refinancing of the for- 
eign debt has resulted in annual obligations of $80 to $100 million 
over the next few years, the Advisory Group of the U.N. Economic 
Commission for Latin America estimates that by 1962 Colombia’s 
foreign debt service will be only 8 percent of foreign exchange income. 
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Production is increasing. Cotton production, for example, has 
gone up 10 times in 10 years. Coffee production, which provides 
78 percent of Colombia’s total exports, is also increasing gradually. 
Colombian coffee is a mild, expensive type. Exports have held up 
well, and stocks have remained at mana cable proportions. Colombia 
is also fortunate in that it has developed a substantial industrial 
sector, which is both diversified and decentralized. The products of 
this industry will certainly contribute to the country’s further eco- 
nomic growth in the future. - 


INFLATION ACCOMPANIES PRESSURES FOR ECONOMIC GROWTH 


Meanwhile, inflationary pressures persist and there is great political 
pressure for economic growth. Colombia suffers from the socio- 
economic problems which are common to so much of South America— 
maldistribution of wealth and income, poor housing, high illiteracy, 
and general mass poverty. This last is particularly acute in Colombia. 

In Lleras Camargo, Colombia has an able, perceptive President 
who clearly sees the nature of the problems his country faces, especially 
in the fields of land reform and education. These are musts, not only 
in Colombia, but in every country I visited. In time, South America 
is going to industrialize, in one way or another, regardless of whether 
it does or does not receive help from the United States and other 
foreign sources. But the nature of the industrial society which 
emerges will be in large part determined by what is done, beginnin 
now, in regard to land reform and education. Loans for industrial 
development and private investment in industry are commonly 
emphasized in discussions of U.S. assistance to Latin America, and 
there is certainly no disposition on my part to deny their importance. 
Yet South American governments are increasingly preoccupied with 
their social problems, and I came away bonvinded that they deserve 
more help from the United States in meeting these problems. 


EQUITABLE LAND REFORM PROGRAMS DESERVE U.S. SYMPATHY 


This is a field, of course, in which help is more difficult to give, 
because these matters touch on extremely sensitive domestic questions. 
Even so, we should be entirely sympathetic when a South American 
government which has formulated a just and equitable land reform 
program needs capital to provide compensation for the land. We 
should certainly cooperate when it needs technical assistance, either 
for drawing up a land-reform program or for helping peasants who are 
— lands under it. Similar opportunities are available to us in the 

eld of education, through technical assistance in teaching methods, 
_ eee the use of Public Law 480 foreign currencies for aid to 
schools. 


NONOFFICIAL AMERICANS PERFORMING VALUABLE SERVICES 


Nor should our activities be limited to government programs. 
There is much which could be done by private or quasi-public 
American groups. Something is being done now. I was greatly 
impressed, for example, by the technical assistance which is rendered 
as a byproduct of private business investment; my plea is for more. 
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The activities of nonofficial Americans are of great importance in 
determining the Latin American image of the United States. These 
nonofficial Americans have a great responsibility, not only to their 
country but to themselves; for their actions will determine to a large 
degree the future climate in which they will operate in South America. 

Assistance for programs of social reform is more than a way to help 
in shaping the structure and ideological orientation of the social order 
which will emerge from the period of transition that South America 


is now going through. It is a way to put ourselves on the side of the 
little people; who are increasingly coming to power, and on the side of 
ich most assuredly will come to power. 


youth, w 











VIII. CONCLUSION 
It may appear to the reader that throughout this senor too much 


emphasis has been placed upon the need for exporting to Latin America 
our dollars, material goods, and technical assistance, if the cause of 
freedom is to be strengthened and survive in that area of the world. 
Important as such a program of material aid to Latin America un- 
doubtedly is, equal importance should be placed on the need to export 
and share with the people of Latin America our ideals of freedom 
good neighborliness, and brotherly love. The moral and spiritua 
values of our democratic way of life constitute our most valuable 
wealth and our greatest national strength. If we will but accompany 
our material aid to Latin America with a oe manifestation 
of good neighborliness, the good will which results will soon heal any 
existing wounds of misunderstanding between the people of Latin 
America and the people of the United States. 
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APPENDIX 


The expenses of Senator Morse and Mr. Holt on the trip covered 


by this report were as follows: 


U.S. dollars: 
Per diem: Dec. 9-11, in Venezuela (3 days, at $26 each) 
Telephone, telegraph, and postage 
RN sia di wn dw 28 Lacs ase ea eae boone eaeiadbabi ag A 
Books, maps, and papers 
Excess baggage 


SOI esting teas ca aes os a a ee 
Peruvian soles (spent in Bolivia): 
Pee Desk acctek sccb geo wane ee 1, 960 
CO: scan aesaenhicawiacndeumieedamiancice 788 
CRU i ine Tha Sista Sia ase Nate ahem eee 2, 748 
Chilean pesos: Miscellaneous expenses in Santiago___-. 30, 900 
Argentine pesos: 
Shin is as wn nc anes 1, 834 
SUUNE Ws ies Dicdahw an oc eae 29, 845 
ID nis: silts chet aie aes chisel aaa anekadascake 5, 200 
OGRE ei 5 ri cuca ninco 36, 879 
Brazilian cruzeiros: 
TINO. 6 6x ono Kncc cheese 1, 660 
NU TN a i ws wo Sp dats crannies eels eae ea cis ied 9, 560 
I ie haa gas cig dere cae ad alos 17, 068 
CF ins ioes antics Bisa cetnnisk ing te ba earned aia dandia 20, 869 
OS ai csi Cochin eaxmndlonccun tds aaa 49, 157 
Colombian pesos: 
TI. on ib han nc dnkencniniag dedavangee 143 
TRUE Tos. nk nn deine ned a wien 5756 
PIRI sccioat lates inte. ats Sigs title & ach cock aaa oe ase 119 
CTI si isteach ca 0 ie nk ccc id ea cna er dlieei Sareea, ot 21 
SU is i oe Sens scence As. celheensibinila ch sdabeabes ideas apn 858 


$156. 00 

15. 92 
9. 30 
5. CO 
7. 20 


193. 42 





($70. 76) 
(28. 45) 


(99, 24) 
(29. 


——. 





40) 


(22. 
(362. 42) 
(63. 15) 


ee 


(447. 83) 


27) 


(8. 74) 
(50. 32) 
(89. 84) 

(109. 84) 


— 





(259. 26) 


(20. 43) 
(82. 14) 
(17. 00) 
(3. 00) 


(122. 57) 
$1, 151. 72 


Nores.—Dollar totals will not add exactly because of rounding in converting equivalents of foreign cur- 


rency. 
Commercial airline tickets were paid for by the Department of State in German marks, 


O 
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